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ABSTRACT - ,

. Phis oocument, one in a series of consumer education

+ materials prepared for 4-H Club members and secondary students,

" focuses on credit and money management. Because credit has both
positive and negative aspects, teenagers must be informed how to use
credit wisely and how to avoid getting into fimancial difficulty.
Specific objectives are for students to realizé that credit costs -
‘noney, acquire an understanding of the cost terminology necessary to
shop for credit, and recognize the advantages as well as the
disadvantages of gsing ¢redit. The document is divided into two

, sections. The first part is the teacher's guide which contains
statement 6f purpese, %wbjectives, ideas, suggested resources,
learning activites, and evaluation. The second section is the student
material which presents background reading and learning activities.
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STATEMENT OF PURPOSE

When a young person becomes 18 years
old, he or she assumes the rights and
responsib111t1es of an adult. Among
such rights is the right to use credit
without parental signature. Unless one
understands how to manage credit, this
financ1a] tool can have negative econo-
mic effects. Teen-agers must be inform-
ed how to use credit and how to avoid
getting into fjnancial difficulty.

* %k % %k %

OBJECTIVES OF UNDERSTANDING CREDIT

For youth to realize that credit a]ways
costs money. P
To he]p the youth acquire an understand-
ing of the cost terminology necessary

to shop for credit. :

To help the.youth recognize the advan-
tages as well as the disadvantages of
using credit. -

* k k k Kk

IDEAS T0 TEACH IN UNDEﬁgTANDING CREDIT

Credit is one of the most powerful f1nan-
cial tools available.

. . The amount of your\income. which will
‘ be available for buying goods in

futuré, is reduced by the amoun of -
: crediti you use in the present:

Y Credit costs you money.

You hg;y@ always shop and compare the
pric gs on credit.

i
i
i
. Coordinator at least 3 weeks in advance.
B ~ N - |
1
|

. drawings; 3-5 minutes.

SPECIAL INTEREST TEACHING GUIDE

4-H SI 37.1 L
UNDERSTANDING CREDIT - . o = %=
| There are advanfageg as well as disad-

LEARNING ABOUT CREDITaq H PROJECT

vantages to using ‘credit.

‘*****’
SUGGESTED RESOURCES .

. \ )
Lawyer. A lawyer would be an excellent
resourcé person to explain the rights’
and responsibilities the teeps will
have related to credit when they become
18 years ol1d. ' The importance of these = |
rights and responsibilities- should not .
be overlooked. A credit rating, whether ° -
it be good or bad, will follow a person-
throughout 1ife. *

| Literature |
UNDERSTANDING CREDIT

4-H SI 37.1 M -- Member Pidce \j/‘\\\ v

| Visual Aids |

A—a—

3

ilable
xtension

The visual aid sujgested i§ a
from the Florida Cooperat
Service. "Request from your County 4-H °*

PRICE TAGS ON CREDIT '
Colpred slides or-81/2" x 11" paper line -
Explains the *
two price tags on credit--the finance
charge and the annual percentage rate.
Basic to the study of credit.-
\
|

* %k %k %k %
SUGGESTED DISCUSSION OUTLINE

It's advisable for the special interest
4-H members to have read thé information

|
|
x é . in the member piece of UNDERSTANDING
. " Credit has two price tags -- finance CREDIT (4-H SI 37.1 M) before the dis- o
. charge and apnual percentage rate. cussion.
4 i
] \
\
Q . ’ Florids Coopsrative Extension Service /\ |

Institute of Food and Agnicultural Sciences
University of Florids, Gainesville




1. Ask the youth what credit means to
@hem. Discuss.what they think credit
1s. ’ * N

2. Discuss how credit borrows from' your
future income.

3. D1scuss why you will be able to buy /
fewer goods in the long run when you
use cred1t -3

4. Why do some people refer to using
cred1t as "renting money"?

5 Show the visuals titled THE PRICE

. Discuss the two credit price tags--
finance charge - tells you how_ much
money you are paying for creft.
annual percentage rate - tel®M you
the true annual rate of interest for-
credit. .

7. Why is it a good idea to always shop
and compare credit costs?

8. There are'several good reasons for
using credit. You wjll want, to have:
the youth discuss what they consider to
be advantages to usrng credit. Below
is a partial list you'may find useful
as a filler in the discussion.

credit is convenient.

credit helps you establish a credit
record, which is important in our
credit oriented economy. .

credit can help you meet f1nancia]
emergencies.

credit may +make it possible for you
to take advantage of a financial op-
portunity, such as a sale, and thus
-save money.

credit may enable you to receive be-
nefits long after payments are com-
pleted, such as using credit for a
co11ege education. .

it's a means of forced "saving" for
thosg who can't seem to save money
in advance and buy with Fash at a
lower price.

Ao,

"TAGS ON CREDIT. R

~

9. There are also reasons for not using
credit. Have the youth discuss.what
they consider to be disadvantages to
using credit. A part1a1 list is.given
below for your convenience.

-- buying on credit costs more than
paying cash.

you may commit yourself to more pay-
ments than you can meet and still
pay current living expenses.

credit may 1imit your opportunities
*to shop around for the best buy.

you -may get into financ¢ial difficul-
ties if you should lose your =job,
become i11, or have other unexpected
conditions develop.

you may not have as much cred1t
education as you need.

* % % % %

4

DID YOU KNOW THAT . . .

. all credit does not cost the same?
The annual percentage rates&%ary from
less than 10 percent to abo
Florida. .

. there's 1ittle logic in spending
hours looking for the best buy in a
certain piece of merchandise if you
sign the first credit cg;f;ﬁCt offered
to you? Credit should b opped for
just as carefully as any otﬂér purchase,

if you are to get the best deal all p
around

... you can often get a cash loan for a
purchase at less cost than by financing
theé purchase with sales credit? This
is why you need to investigate the dif-
ferent sources of credit. .

+++ You need to keep your credit receipts
and check your monthly statements care-
fully? Mistakes do occur, even with
computers.,

-

... You commit your future income when

AN

;_you buy on credit?

. %* * % *
Prepared by. Charla Bartscht Durham Prepared by Mary N. Harrison
Home Management and M 1974 Consumer Education
Famlily Economics Specialist a_Y ’ Specialist
7/
9]
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; STATEMENT OF PURPOSE ‘

For the most’ part the ¢redit granting
system operdtes behind the scenes. As

how they affect whether or not credit .
is granted-to them. It's very impor-
tant for young people just .beginning to
useecredit to understand the credit
granting precess and thg1r p]ace Tn the
process.

Pk ok ok ok %

OBJECTIVE' QF
'THE CREDIT GRANTING PROCESS

For the youth to become aware of how
" the credit granting system operates.

***'**

IDEAS TO TEACH IN
THE CREDIT GRANTING SYSTEM

a onsequence -most people don't realize }

¢ ‘ 4

The-information given on a credit appli-
cationis used as a guide by the credi-
. tor. to! ‘Jearn about you qnd your use of
credit. )

|

A credit 1nvest?gation is a study to
find ouz What kjnd of Credit customer
you are. ol

» G
A credit bureaa is-a c]earinghouse for
the exchange of information by merchants
. on people who, use credit.

A credit record is a history of your
use of credit.

© A cred1t rating isitn_,resuﬂt of an
evaluation of your qualifications to

receive credit

. -k k Kk k * T
. . L
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.é,}t-floridn Cooperstive Extension Servicy
institute of Food and Agricuiturst Sciences
University of Figrida, Geinesville

1)
3
.
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SPECIAL INTEREST TEACHING GUIDE -~ - . -~ '
* LEARNING ABOUT CREDIT 4-H PRoJECT 'f . ‘

ta

SUGGESTED RESOURCES -
Credit Bureah Manager. The manager of

a credit bureau would be excellent for
explaining how credit records are kept,

the importance of paying hills promptly .. .

and what to do if somethipg unfavorable
gets into your credit file. Such a
person may want to expYain that credit
bureaus don't make credit ratings; ra-
“ther, they merely serve as a clearing-
house for information for member organi-

zations.,
| 4

Credit Bureau. If it would be possible,
a field trip to a credit bureau would
be an ‘educational experience for the

special interest 4-H mjgiizf//

[ Literature

THE CREDIT GRANTING SYSTEM
4-H'SI 37.2 M -~ Member Piece

 HOW DO YOU RATE CREDIT-WISEZ

Florida Cooperative Extension Service.
Request from your County 4-H Coordina-
tor. (EHE ]23) Free

[Wsial Aids]

The visual aid suggested is available
from the Flerida Cooperative Extension
Service. Request from your County
Extension 4-H Coordinator at least

3 weeks in advance.

HOW DO YOU RATE CREDIT-WISE?

Colored slides or 81/2" x 11" paper line
drawings; 5-8 minutes. Thisg visual aid
takes the viewers behind the scenes to
see how the credit system works. The

I\
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five parts of the cred1t grant1ng sys-
tem are explained along with hints on
how to keep your credit record 1n good

.‘Shape.=
‘ ***”’*k/

SUGG%STED DISCUSSION OUTLINE

It's advésable for the special interest .
4-H members to have read the .information
in the member piece of THE CREDIT GRANT-
ING.SYSTEM - (4-H ST 37.2 M) before the
dfscussron .
1. Use the suggested v1sue] a1¢~HON [3,0]
YOU RATE CREDIT WISE? ' as an’ introduc-
tfon to this lesson.

2. Have several different credit appli-
cations to -show the youth.

3

3. Discuss the types of information re- ~

gﬁUested on the credit applications.

. ~A§k the youth to give reasons why- they
think some of the iAformation is ve-

quested. -

4. Find out if any of the yoﬁ?h have
- . ever filled out a credit application.

oo
5. Discuss the purpose of the credit
app]icatfon 1nformation.

¢

6. Discuss the importance of a cred1t ;‘

investigation from the cred1tor '§ stand-
point. v H

7. Point out the two functions of'a
credit bureau---
.to accumujate 1nformat1on abbut a.
_person ‘when he applies for® credit
and ‘as he uses credit.
to verify the. 1nformation a person
gives the creditor on his creth
app11cat1on o ’
. Many-people have the misconception
that credit bureaus give credif ratings.

4
They don't. They merely act as a clear-  rating as well as those things which Vo
inghouse for the exchange'of information " "will hurt a persongs credit ratlng L
by merchants on péop]e nﬁo use cred1t L . g \ S
Y . TR - - ., . \‘ v e;"' - P . R v.ﬂ
Prepared by . Charla Bartacht Dus E T I o A I e X
Home Mandgemenyand | Prepazed by g{:{l" ?;‘u::g;ﬁgnﬁé e "y
~ ’ Y , i1 uda n . -
Fu’nﬂy‘Bconomlcs Specialist ‘ May, ’]974 . R/ .. .Specialiss » . o . .
PR . [ i R 1% . R ) 72 ‘-
% R .o \ ©, ¥, L.
4 P A , s‘ 7 . - . T ® . 4 . ‘ ‘! 4 Pl
'ft N ) = s o 3 . 65 . ’v

10. D1scuss the content of a credit’ .
* record-- S\\\\Ha : ( e
-- all the 1nformat1on yourHave ‘given .

you’for not pqy1ng/a debt. o
11. D1scuss the "f11e 1ife" of certain
information-- ,
-- bankruptcy - 14 years. L
© oS Judgments -7 years. T :
12 Emphasize.that as you-use credit, .. 7

9. Briefly ment1on the Fair Credit ﬁe-
porting Act, since-it deals with cre-. . -
dit- bureaus. You'll- find additional .., ¥ W& .0
informiation 11 -4-H-ST 37:6 M, YOU AND‘ ﬁ‘ A
THE FEDERAL: CREDIT LAWS. =~ ‘
-- Jaw-is. designed .%o protect you 1f A
. you domb® get¢redit, ‘because of some- ® i
thing.in your-credit record at the R
credit bureau. “° T oean
law gived you_ 60 uays in whlch to ;v,;
go to the credit bureau tq.learn "~ 7. .
.° what 1nformation is in your cred1t ..

record. : Ve A
law a]]ows you to*have a statement ' "
of 100 words or less put‘in your cre- - S
- dit negord explaining your side of .
the st ry, if you so deS1rg

o AL . v

about yourself, when applying for
credit. :
-- how often you use credit. " -
-- what yoll use credit for.
;- the speed w]th which you pay your
bills.
7—\1nformatuon from courthouse’ f11es~ S
such as the filing for-divorce,. bank-
“ruptcy, and any judgments againSt

you create a*picture of yburse]f~as a .
credit user: This picture, which you . . -
make for yourself, is all the creditor

has to look at. when he decides" how_ to

rate you credit wises . £ e,
13. Discuss the mean1ng of a cred1t'_
rating. - .

/

poamaea L
14. Discuss the types of tH1ngs that-
will help a.person have a good credit
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STATEMENT OF PURPBSE - -
Know1ng how to establish credit is im-
-portant’ to young people. There are go-
. ing to be.times during their Tife when .
, they!'re go?ng to need, to,use.credit. if

. they haven t estabtished credit, they

.- may-not be able to get 1t when they need
it most.

" * 'k k k % '
v v

QBJECTIVES OF ESTABLISHING CR§DIT

o
Por the youth to rea]rze that using
cred1t is a pr1v1]egef'

% f, ”Toxhe1p~the youth Khiow how to keep the
privilege of us1ng credit ane they
acquire 1t :

&

4z
”~

*****

.
»
b

-

" 1DEAS.TO TEACH IN ESTABLISHING‘CREDIT

- To estab]1sh cred1t «cred1tors must
,, feel they can ‘trust you.

Estab]1sh1ng cred1t takes time and
,feffort

4 A steady JOb and ihcome arg 1mportant
-1n estab]vsh1ng cred1t

Pa;
‘_Buying too much on cre&1t at any-one
" time Wwill not -look good on your cred1t
‘1recqrd , :

K1

ae
_iw
'.’

‘*,y ’A.

suaets’t‘en RESOURCES 4
e _ .
Bank Loan 0££4¢er.

ki
nts should a]ways'be made an't1me.

.

~ ¢

*#**/*

)

RN

*

An:dffieﬁr £rom a
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P
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SPECIAL INTEREST TEACHING GUIEE
LEARNLNG AsouT: CREDIT 4- H PROJECT

' exeellent resource.person..

. can begin establishing credit,.the im-

* Florida Cooperative

.§UGGESTED niscusslon OUTLINE ,
. It S adv1sab1e for thé special jnterest

8

F}ondl Cooperstive Extension Service
lnsmuu of Food and Agricuitural Sciences
Umvemty of Floridp, Ganesvilie

bank's loan- depathent Would make an
Such a pers -
son-could discuss how a young person. .
porfance of estab1ish1ng.cred1t, and
hoy to keep their credit record in

good shape. d

v .
® ¥
-

'.-ztﬂ' s

ESTABLISHING CREDIT  °
4-H ST 37.3 W -~ Wember Piece

HOW 00 YOU RATE CREDIT wISE7 q
CJExtens1on Service.

ounty Extens1on

.(EHE ]23) Free

*****

Request {rom‘yayr
4-H Coordingtor.

1

a

4-4 members.to have read:the ‘informa-
tion in the member piece of ESTABLISH-

. .ING CREDIT (4-H SI-37. 3 M) before. the
‘d1scussion d

1.

*

Discuss the mean1ng_of the. Lat1n verb, °
credd- from which thg word credit is de-

—
rlved

- 2. stcuss how cred1t buy1ng 1s differ-

ent from pay1ng cash,

’

3. Why do creditons feel they must
. trust ynu 1n order'to g1ve you' credit?

4

4, What are the 3C's that cred1tors
g1ve-c0ns1derat1on to in judging you
as a credit’ Tisk? -

- character” - your W11]1ngness to pay ]

-your credit obligations.

< -- capacity - your ability to nay your

dbligations from your income.
-~/ capital - owning property or things
worth more than your debts.’ \

%
A
/

ahat




, 9. D1scuss the other aspects of a per—
son's life a creditor will 130k at.

-- employment *
-~ income

-~ residence .h

-- financial structure °

-~ debt record <

personal characteristics

6. Below are.two case studies to read
to the youth. Have the youth give-rea-
sons why they think Bob Anderson would
~be a good credit risk while Phil Brown

would not be

Credit Record of Bob Anderson .
Bob Anderson is married, has two child-
ren, and owns his home. He has beeh
emp]oyed by the same compafly for.nine
years, -Recently he was promoted and
now makes approximately $17,000. His
sources of credit include two multi-
purpose credit cards, credit from a
local bank, charge accounts at four
depantment stores, and credit cards
from three.-gas companies. The largest
amount he owed at one time was $1,000.
Bob always pays his bills prompt]y

In addition to his sav1ngs and checking

14

-count.

i / . .,

that 15” unt11 four months ago when he
started faliing behind in two of his

six accounts. Phil has no savings ac-
He does have a checking account!
but it ysually has next to nothing in
'It / . . ¢

7. You miéht 1ike to make,some observa-

tions about these two casé studies. i
-- Both Bob and Phil have been using ’
credit for several years.

. -~ But .they have used it very d1fferent1y

-- During that period of time, they have
created a picture of themselves as
credit users.

--* This picture, which they haie made
for themselves, is all the dreditor
has to look at when he decides how
;o rate them credit-wise. |

8. Discuss the points in the section )

"Establishing Yourself Credit Wise".

This section is des1gned to he]p young

people know what is 1mportant in estab-

lishing credit and how they can begin

to estabTish credit. .

9. Why should pa ts always be’made
on time? N\~ymeQ\>\\¥ .

|

/

-accounts, he has a life insurance policy’
‘and invests regu]ar]y in mutual funds~

10. Nhat should you dé if a payment will
and stocks. -

be late?

. . N .
why heuld one be careful not to

Phil Brown has been married twice. He
has five children by his présent wife.

his previous marriage.
but moves every year or two. He's
lived in every part of Florida from
the Panhandle to the Keys. Phil has
changed jobs seven times in the last
" four years. He always works as a semi-
. ski]]ed‘]aborer. His average income
is $7,000 a year. Ten years-ago he ran
up debts totaling $900 at four stores.
His payments were overdue for several
months. He repfid $100, but later went .
into bankruptcy. Since that time he -
had beén’paying his accounts on time,

¢ - .

. Prepared bx. Charla Bartscht Durham s O
L8 1 Home Management and °
N .* Famuly Economics Specialist

Credit Redord of Phil Brown .- S

and helps support the two children, from
He always rents,

»

9

buy too uch on credit?

]2.-Have the youth make up a list of #

questions they would ask to decide whe-
ther or not someone is a good credit
risk.

N
s

k 'k k k %

o1 ou Know THAT. . .

. if you have a rather common name,
it's most important that a creditor
have your address and employment infor-
mation, In this way he can check to
see which John Smjth you really are.

"3
*****._{ g Ca

. '
f
.




STATEMENT OF PURPOSE 2L<
Credit contracts are legal documents.
They are binding upon both the buyer
and the sellery Both have certain
. rights and responsibilities. However,
the buyer has the greatest respohsibi-
Tity in being certain he or she reads
and understands a credit contract be-
fore signing., Much of the terminology
An credit contracts is confusing to the
layman. Since Yyoung people will be ab-
le to enter into contractual agreements
at the young age of 18, they need help
in understanding the significance of
signing a contract as well as how to
read and under§tand contracts.

* k % k *
‘

OBJECTIVES OF CREDIT CONTRACTS

2 .
For the youth to realize the signifi-
cance of signing their name to a credit
contract. s

To help the youth become familiar with
the terminology of credit contracts.

To help the th recognize the impor-
tance of reading~and understanding all
the terms of a credit contract-before
signing. ' d

<
‘.

sk Tk ok ok ok
.

IDEAS TO TEACH IN CREDIT CONI&ACTS

A credit contract ¥ a legalt document
which is binding upon both the buyer
and the seller.. ' N

1

Credit contracts should be read and
understood before signing.

' Never sign a contract with blank spaces.
- .

]

CREDIT CONTRACTS
SPECIAL INTEREST TEACHING GUIBE v

- !

19 : -

I
flornida Cooperative Extension Service c A

Institute of Food and Agrnicuitural Sciences

v sUniversity of Flonda, Ganesvilie

4-H SI 37.4 L

s

LEARNING ‘ABOUT CREDIT 4-H PRoOJECT

Know to whoni you ma;:\gllfpayments.
Unless verbal agreements with the sales-
man are written in the contract, they
aren't binding on the seller.

N

Always get a copy of the contract to
keep at the time you sign.

* % * *
[ 4

SUGGESTED RESOURC
\. i ‘. \

'

Lawyer orBank Loan Officer. Either Dfé\

these two types of resource people woul
make excellent speéakers.
well versed_in the terminology of credit
contracts and could tell the teen-agefs
the specific points to Mook for as well
as how to decipher the small print. *

They wou]dége

[Materials | ~ N

It would be good if you could have
enough«copies of at Teast one credit _.
contract for each member of your

- You will also want to collect exa§§i§§i~_,
of more than one type of contract

© If you wouldn't feel it an infringment

upon your privacy, use some of the co-
pies of credit contracts you've signed
as teaching aids. You,may want to
mount the contracts on the bulletin
board or scatter them throughout the
room for the youth to be able to see
and study. ‘

* %k k k %

4
SUGGESTED DISCUSSION OUTLINE
g

It's advisable for thé spacial }nterest
4-H members to have read the informa-
tion in the member piece of CREDIT CON-

j. o




"~

, depending on whether or not you choose

' Prepared by Charla Barischt Durham
Home Management and

+ Famuly Economucs Specmhs;\‘\

TRACTS (4-H SI 37.4 M) before the dis- -
cussion. y

This outline is mere]y‘a suggestion.
You may want ‘to change its emphasis

to use a resource person.

1. Emphasize' that a credit contract is
a legal document. As such, the person

. who signs a contract is respons1b1e to

meet the terms of whatever he or she

. s1gns

2. Discuss the purpose of a cred1t

contract-- -

-- to give the terms of the sale when
you buy something on credit.

-- to give the terms of the repayment
of money when -you borrow money.

32 piscuss the points that should be

cheeked before signing a contract--

-- read and understand everything.

-- make sure all b]ank spaces are pro-
perly filled.

-- know to whom yqy make all payments.

== understand the seller's commitments.

-- make sure all verbal agreements are
written in the contract and 1n1t1a1ed
by the salesman.

-- get a copy of the contract at the-
time yolu sign.

4, D1scuss the po1nts a contract should
state clearly--

-- exactly what you ‘re buy1ng
-- cash price

-~ down payment .

-~ trade-in allowahce

-- insurance costs, if any
-- any other costs o

«- finance charge

-- annual percentage raté

-~ total amount due

\

Ll

'1nte111gent1y
.“next month's income.

-- what happens if you can ‘t pay or
if your payment is late

. -- what happens if. you want*to pay

ahead

o * ¢

5. D1scuss the 1ist of words that is

giten tn 4-H SI 3(4\M

6. Give each youth a credit contract.
Read through the contract and explain
its meaning.

4

7. Allow the youth an opportunity to

.read and study several d1fferent credit

contracts.
Farest

* % % % %

GUIDES FOR THE USE OF CREDIT:

Make the down payment as large as pos-

sible and the repayment period as short
as poss1b1e

Don't let installment contracts run‘so 5
long that the psychological enjoyment of
"having it now" wears off before the
debt is paid. After all, there's noth-

ing worse-than lingering payments.

/o
Use charge accounts and credit |cards
Don't use them |to spend
That's ndt their

[

Look for-the hest credit bargain when
you do'.use credit.

\,/
Assume no more debt than you can rea-
sonably expect to repayout 6F youh
current level of 1ncome

purpose.

When buy1ng'manr items, anrange'for‘
terms that ‘have you owing less than

the resale value of the item you bought. -

-- amount .and number of ents }
-- dates payments are due Pay the balance off as quickly as you
cdn. You'll save money.
* Kk k k% -
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STAJEMENT OF PURPOSE

v
4

Yol can get credit from several differ-
ent places. Each of the sources of cre-
dit have different_charactéristics that *
serve your different credit peeds. The
costs and requireménts for credit differ
.at each of the sources. To be sure of
getting the most for your money, you

need to be aware of the different types
and sources of credit and compare the
costs and requirements.

-

* % %k % %

OBJECTIVES OF WHERE TO GET CREDIT

I d

To become aware of credit alternatives.

AL

To recognize that needs for credit
@ irfer. , .

)T6/become acquainted with the sources
'® “for all types of credit.

To understand the basic differences
~ , among the credit sources.

To know how to investigate and deter-
mine the best source of credit for each
need. v ’

‘*****

’

IDEAS TO TEACH IN
WHERE TO GET CREDIT

"The sources for credit can be divided
into three groups-depending on the type
of credit they provide.

The type and source of credit that's
best for you dependsion your c;sdit

LEARNING ABouT CREDIT 4-H ProJECT

. - ®
. WHERE TO GET CREDIT ,
~4-H ST 37,5 M- -~ Member Piece=

M-HSL3T5L

<

'SUGGESTED RESOURCES

There are several people who could sup-
ply additional information or partici-
pate in a discussion about where to get
credit. They include a bank loan offi-
cer, the manager of a credit ynion,
the manager of a small loan company,
the manager of a retail-establishment's
credit department, as well as the per-
son in charge of a bank credit card
department. .

/

Literature .

TYPES OF CREDIT ané SOURCES OF CREDIT
Florida Cooperative Extension ‘Service.
Request from your County Extension

" 4-H Coordinator. (EHE 115 & EHE 118)
* {

[Visual . Aids |

The visual aid suggested is available
from the Florida Cooperative Extension
Service. Request from.your County*
Extension 4-H -Coordinator aglﬂeast ot

. 3 weeks in advance.

WHERE TO GET CREDIT . -
Color slides or 81/2" x 11" paper line
drawings;- 5-8 minutes. Explains the
various types and sources of credit.
Also explains how the different kinds
of credit can serve your different
credit needs.

A

* %k 'k % %

SUGGESTED DISCUSSION OUTLINE

.

UniVersity of F[orlda, Ganesvilie

‘needs. . .
". The costs ang' requirements for credit It's advisable for the special interest
« differ at each of the sources. 4-H members to have read the information -
» . 12 in the member piece”of WHERE TO GET CRE=
ok ok %k DIT. before the discussion (4-H SI 37.5 M).
' o .~ R : i Flonda C we Extensi nS‘ ce ) '
EMC N . ' ~ . \I\w}?nc of :g:;r::\del\gntcumﬁal Se:cf\::os

ﬁ L3




- . \ \"
Mor:xozaning would. be added. to the dis-
cussion if the 4-H members had worked
on one or more of ‘the activities sug-
gested in 4-H SI 37.5 M.

1, Have a brainstorming session during
which the youth think of as many. dif-
ferent places to get credit as they can.

2. Have the ‘'youth classify the sources
of credit into. the three major groups:
financial institutions, retail estab-
lishments, and gredit grant1n¢ corpora-
tions.

- \‘

"3. D1scuss the types of credit you can .
get from each of these Sources. /
cash credit (money) from financial
‘institutiony.

sales credit (goods and services)
from.retail establjshments,
multi-purpose credit from credit
granting corporations '

4. A u1de range of credit p]ans have
been inventéd to meet your every credit.
neéd. Below are a few examples~Yo help
the youth,understand how some credit
- plans are better suited for some needs ®
.than othefs. - Discuss each.
-- What type of credit plan would be .
best for a person whQ doesn't like to - -
carry a lot of cash when shopping, yet
may not -1ike extending cred1t payments
v over seyeral months? .
" (30 day charge account)

~

’

-- What type o cred1t p]an would you
advise an ‘ihdividual to have who does a
Tot of traveling?
(One of the multi-purpose cards like
the bank-credit cards, travel and
entertainmept credit cards, or gas
company credit cards.)

~- What type of credithym]d you use if
you were buying a-refrigerator or some
Qther.major appliance?.
{An installment contract--it could

e financed either through the dealer
r a financial 1nst1tut1on ).

<

Prepared by Charla Bartscht Dutham
HomeManagerfieng and
T“Meatly EconomicsiSpecnalist -

<

b

5. Ask the group to think of other ex-
amples and 'situations. -
6. Some people can.get credit from any
source while others find that credit

is available from only one or two sour-
ces. It all depends.on your credit
needs, your, credit record, and the
special credit granting characteristics
of the various sources. Below is a
brief description of_some of .the sources
and a general indication of how you .
qualify for credit from each. Discuss.

-- To borrow from a 1ife insurance com-
pany, you must have a 1ife insurance
polity that has a cash or loan va]ue

-- To borrow from a credit union, you
must be”a member. You can be a member
of one only if you work with an orgagi-
zatign or belong to some other group
that has established a credit union.

-- To borrow from a bank, you need to
have a fairly goedscredit record.

-- Small loan cofipantes, lend to those
who don't have the. best ¥yredit record
&nd semetimes caﬁ*t get credit else-

where. However, they do want some

.assurance they' 11 get their money back

-- Most,peop]e can ge cred frOm a
retaill establishment.' But they too
are_jinteyested in not losing their money.

So khis will affect whether or not they .

fve you credit. ,

. // . -
" © - Banks screen their ‘credit card appli-

cants very carefully. But if you pay
your bills promptiy, you'll probab]y
qualify for a bank credit card. -

7. Credit costs. money. However, not
all credit costs the same. Discuss
the range of the cost of credit from
the various sources.

8. Discuss the activities the youth
have done related to this lesson.

7

-~
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STATEMENT OF PURPOSE

There are two federal laws that are im-
portant to the credit shopper. One is
called the Consumer Credit Protection
Act; the other is the Fair Credit Re-
port1ng Act. Unless one understands
the purpose and intent of these laws,

»  they are of no-value. Teen- -agers must
be informed of the protections provided
by these two federal credit laws if
they are to benef1t from this legisla-

tion.

i

< * % %
OBJECTIVES OF

YOU AND THE FEDERAL CREDIT LAWS

\n

~

~

For youth to become aware of the federal
laws related to credit.

‘To help the youth acquiré an understand-
ing of the purposes and protections of
the federal credit laws. v

,.*****
IDEAS TO TEACH IN
YOU AND THE FEDERAL CREDIT LAWS

There are two federal credit laws that
offer protection.to credit users.

Federal laws neither limit the amount.
you pay for credit ‘nor control the con-
ditiens of credit.

The purpose of the Consumer Credit Pro-
-tection Act is to make sure you get
complete and accurate information.

The Consumer Credit Protection Act
standardized two important terms--fi-
nance charge and‘annual percentage rate.

- University of

Y Y0U AND THE FEDERAL CREDIT LAWS
SpeciAL INTEREST TEACHING GUIDE
LEARNING A39UT CRepIT 4-H ProuE

\~—~SUGGESTED RESOURCES

Flofids Coop«atrvc Extsnsion Service
tnstitute of Food and Agriculturs! Sciences

4-H S137 .6 L

The purpose of the Fair Credit Report-
ing Act is to protect your credit rat-
ing. .

* %k % %k %

Lawyer. A lawyer could discuss the
protection and benefits federal credit
laws provide the individual who uses
credit. You would probably want the
lawyer to discuss the state credit laws
at this time also.

)
l [iferature ] /

‘YOU AND THE FEDERAL CREDIT LAQS
4-H SI 37.6 M -~ Member Piece

4 *ﬁ’***

SUGGESTED DISCUSSION OUTLINE

It's, advisable for the special interest

4-H members to have 'read the information
if the member piece of YOU AND THE FED-

ERAL CREDIT LAWS (4-H SI 37.6 M) before -

the discussion.

1. RQiscuss the names..given the two

federal credit laws and what these .

titles imply--

-- Consumer Credit Protection Act
(sometimes called Truth-in-Lending)

-- Fair Credit Reporting Act

2. Point out that neither of these laws
have been i ect for many years
. == Consumer Credit Protection Act went
into effect July 1,ti;59, .
-- Fair Credit Reporting Act became
effective April 24, 1971.

e

~

14
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3. You might 1ike to impress upon the ~

youth that much time is spent in debat-

ing and refining a proposa] before it

becomes a law. Below is a brief his-

y tory of the Consumer Credit Protection

Act:

-- 1960 - bill was first introduced as
the Consumer Credit Labeling Bill.

«-- May 29, 1968 - bill was signed into
law as the Consumer Credit Protec-
tion Act.

-- July 1, 1969 - law went into effect.

4. There are three parts to the Consumer
Credit Protection Act that the youth
need to be familiar w1th They cover
the topics of:

-- disclosure

‘== rescission——

advert1s1gg '

5. Discuss theé three requirements of

the disclosure part of the Consumer

Credit Protection Act-- . <

-- the creditor must disclose and ite-
mize all the parts of the credit
contract.

-- the creditor must give the total .of
the finance charges in dollars and
cents. .

-- the fisance charge must be stated
as an annual percentage rate. ~

LRy

6. Have some credit contracts for the
youth to%&tudy so they can see the kind
of information required on a credit con-

tract by the law. \ -

\

7. Djscuss the purpose and importance
o;/z%e three day rescission rule. Sug-
gest the youth discuss this rule with
their parents to see if they have ever
Z“ been involved €n a contract where this
rule applied.
8. Discuss «why the advertising part of-’ |
the law is helpful to the consumer.

9. Have some newspaper credit for
the youth to study to see if they com-
ply with the requirements of the Con-
sumer Credit Protection Act.

. {10. Discuss the amendment to the Cohsu-°

_ temoved from your file. *

s

mer Credit Protection Act and what this
means in terms of protection to some-
one whose credit cards are lost or sto-
lemn  Find out if the youth know of
anyone who has had their credit. cards
stolen or has lost them.

‘ -

11.-Ditscuss the basic purpose of the

Fa1r Credit Reporting Act-- .

-- to protect consumers against the cir-
culation of erroneous, incomplete or
obsolete information on which an un- .
suspecting firm might rely to decide
whether te do bus1ne’§ with you or
to offer you employment.

12. The Fair Credit -Reporting Act gives
the consumer certain rights. It gives
you the right--. . ‘
-- to know the nature and substance of
all the information (except medical) i
your file at the consumer reporting;agency.
-- to know*the sources of the information.
-- to know who has received a consumer .
report.on you within the preceding six
months (or within the preceding two
years if the report was furnished for
employment ‘purposes).

-- to be told the name and address o’§‘e
the consumer reporting agency that fu
nished a report if you have been denjed
credit, insurance or employment because
of 1nformation in a consumer report.

-- to request and receive all the infor-
mation mentioned above from the consumer
reporting agency free of charge., (Other-
wise, although under the law you have

-the right to obtain the information under
_any circumstances, the consumer reporfing
agency may charge you a reasonable fee
for this disclosures)

-- to chalienge the information in your
file if it is incorrect or incomplete

The reporting agency myst then re-inves-
tigate the challenged information. If
the information is found to be inaccur-
ate or cannot be verified, it must be

-- to file a statement describing the -
dispute if a re-invéstigation does not
settle the disRute. -,

-- to notify..thbse named by you of dele-
tions, 1naccurac1es or disputes free of
charge.

* x Kk K * . N
- 7/ .
! * . . N .
‘'l Prepared by Charla Bartscht Durham Consultant ~Mary N. Harrison - '
Home Management and Consumer Education
Family Economics Spgcialist Sgécialist

15

-




STATEMENT OF PURPOSE

The state credit laws regulate the ex-
tension and use of credit. Florida's
laws are designed to protect both the
credit user -and the ¢reditor's invest-
ment. The main functions of the state
laws are to set the ceilings on credit
charges and to control conditions under
which credit is extended. Unless one

- understands Florida's q;edit-}awsh they

are of no value. Teeniagegsﬁmust*be-'
1nf6nEed of the protectioigifrbvided '

by Fiorida's credit Taws; f théy are -°
to benefit from this le isTation when
they begin using credit. .

. ’
* % % % % %

OBJECTIVES OF i
YOU AND THE STATE CREDIT LAWS

For youth to become-aware of Florida's -

laws related to credit.
To he]p the youth acgquire an understand-

ing of the purpose and protections of
Florida's credit laws.
.. ) '

e

-

* % % % % %

IDEAS TO TEACH IN
YOU AND THE STATE CREDIT LAWS

Florida has several laws that offer
protection to both creditors and credit
users.

Florida's credit laws limit the amount
you pay for credit and control the con-
ditions of credit. ol

The .purpose_of the Florida Retail In-r
stalJment Sales Act is to regulate re--
volving charge accounts and all install-

. _?‘(’. .

16

(

YOU AND THE STATE CREDIT LAWS

7/ SpeciAL INTEREST TEACHING GUIDE
LearninG Asout CrepiT 4-H Prouect

-

~

.. 4H SI 37.7 L

v

ment crédit except for motor vehicles.

The Florida Consumer Finance Act regu-
lates credit extendeqd by small loan
companies .

The Motor Vehicle Sales Finance Act =~
regulates ‘credit used to buy-motor

‘véhicles.

* % %k k % * >
v . -

SUGGESTED RESOURCES
_People |

Lawyer. A lawyer would be an excellent.
resource person for exp1a1n1ng and per-
haps clarifying Florida's state credit ’
laws. -If you choose ;p use a lawyer as’
a resource person, have him discuss the
federal credit ‘laws also.

YOU AND THE STATE CREDIT LAWS s
4-H SI 37.7M -- Member Piece

CONSUMER-CREDIT AND JHE LAW
Florida Cooperative Extension Service.
Request from your County Extension 4-H
Coordinator. (EHE 142) Free

? * -
* k k k k *

-~

SUGGESTED DISCUSSION OUTLINE

It's advisabTe for the special interest
4-H members. to have read the information
in the member piece of YOU AND THE STATE

CREDIT LAWS (4-H SI 37.7M) before: the - -

discussion. You'll-find the bulletin
CONSUMER CREDIT AND THE LAW to be a
necessary resource for yourself, for the
following discussion. , J

Florida Cooperative Extension Service

¢ “  Institute of Food and Apticultural Scisnces
. University of Florids, Gainesville

"
FETMERY

¥ \
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1, Florida's credit laws have two pain

functions$-- ‘

-- to set the ceilings on the amoght
that can be charged for usingffredit.

---tb control the conditions” undéer

which credit is extended,

- .

.2. Emphasize tMat he amoug® which can
be charged for using crediff/varies ac-
cording to the type-of crgffit and the
source of credit. - .

st Florida laws
ged for credit

and cents and not

rates. These laws

3. Point out that in
rates which can be.c
are stated in dolla
.as annua¥ percenta
were written befog€ the standardization
of credit termingiogy under the federal
Consumer Credit/Protection Act. So this
may cause som confusion. - L

4. Discuss Florida's Retail Installment
Sales Act. Beloware a few points that
need to be emphasized. It--

_ == regulates retajl instalilment con-
tracts and revolving Charge accounts
and sets the maximumirates that can
be charged for them. -

-- requires notice to buyer statement.

-- regulates charges for late payments.

-- allows the merchant to sell your
credit contract without your con-
sent.

5. ,Discuss holder-in-due- czﬁrse. '
(when you owe a debt to someone from
whom’you did not buy.) ,,,
6. Have some retail installment credit
contracts for the youth to study.. Pgint
out the notice to buyer statement. Talk
about why all the blanks should be filled
in before :stgning the contract.

7. Discusg the Florida Consumer Finance
Act. Below arg some of the more 1mportant
points. - -
-- regulates the maximim amount that

can be loaned to any one 4ndividual.
-- regulates the maximum rates. that can

be charged by, small loan cvmpanies

* .k Kk % %

. Prepared by: Mary N. Harrison
. Consumer Education
Specialist

17

i{‘referral se]hng is i1legal in'Fio- '
=’r da

‘\..

“money for referring customers 'to them

*

May, 1974

-- regulates repayment terms and late
fees.

-- reguiates terms of. repossessions .
8. Have some contracts from tMall loan
companies for the youth to study. Have
the youth compare them with retail in-
stallment credit contracts to note simi-
larities as.well as differences. .-

L

-9. Discuss‘Florfda's Motor Vehicles

Sales Financg A¢t.. Some of the more

important points are listed below. It
regulates credit used to buy motor

vehicles. Sf

set maximum rates that can be

charged when motor vehicles are sol

on credit.. h}€1///4/d/ L

a]]oWSfage of the motor ve e to

determ1ne rates you can-be charged.

/
10. HaVe the youth 11st the 1nformat1on

put i credit,contracts to protect the
credit user- and the cred1tor

; * k k k k %
1//’ ’

DID YOU KNOW THAT .

] ? This is when someone tries to
-sell you something with a promise of

pay-
rchased
ntract?

. you don't get title until al
ments are made when an item is p
on a retail instaliment credit ¢
. you can't sell an item you're pur-
chas1ng on a retail installment sales
contract until all payments are made?’

.., you get title immediately on all items
purchased on a revolving charge account?

. when an item.is repossessed, it may be
sold aga;n? If this amount doesn't cover
what was still owed, you must pay the‘ﬂif-
ference. ) -

. the charge for a late payment can't be
more than 5% or $5, whichever is less?

e Prepared hy Charla Bartscht Durham

Home Management and
Family Economics Specialist

q
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' UNDERSTANDING CREDIT

Cred(t is one of your most powerful financial tools. Whether it'l]
help or harm you depends on your understanding of credit.

’ ..
<

o
) -WHAT 1S CREDIT?

Credit -is. bestjde.cribed by the phrase ""buy now and pay later''. .
Credit lets you buylmore things in the present. But, it does not increase . “n
your income. Instedd, credit borrows from your future income. Thus, . o
the amount of your income, which will be available for buying goods in i wk
the future, is reduced by the amount of credit you use in the present.

v
: Credit costs ycu money in most cases. The more you pay in credit
. charges, the less you have to spend. This means that the total number

of goods you can buy in the long run will be fewer in order that you can
enjoy more things at present.

AR

Credit is money you use but do not own.  When you use credlt you
are ''renting' the use of someoneceise s money. This is a service that, - .
in most cases, you must pay for. “You don't pay a direct charge for the )
credit card type of credit when you pay your total bill within a certain
number of days from the billing date. Usually you're:. given 25 to 30 days.

CREDIT PRICE TAGS .

Credit costs you money, You should know how much credit costs before
you use it. To find out how much, credit costs, you shduld "look at the
price tags.” The price tags on credit tell you haw much you are paying
for using credit. Credit has two price- tags. They are called the finance

\ charge_and the annual percentage rate. '

.
A4 [

¢ ! /
The finance charge tells THe annual percentage ‘
you how much money you' rate tells you,the true N <
are paying for credit. annual rate of interest
This is a cost- you pay for credit. he annual
only when you use credit. percentage rate Is like
A cash customer does not a yardstick/ It helps
pay a firance charge. you compare/ the cost of

credit at several places. ,

19

v .
Flonde Cooperative Extension Service

- Institute of Food and Agricultursl Scisnces

, . Univerity of Floride, Geinsville . - .
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wll Toxt Provided by ERIC

o .
ADVANTAGES,

There are several advantages to
using crediit. Below is a list of some
of the advantages. See if you can
think o others .

1. You don't need to carry large sums
of money with you when you're shopping.

2. You can use the goods while you're
paying for them, . .

3. Buying on credit can help you estab-
lish a good credit ratlng - This will
help you get credlt in the future when
you need it.

k. You are able to buy items that you
couldn't afford to purchase from current
income.

cards that can be used at sev-

' s - ) /" /;// :
s ' , ‘l'
DISADVANTAGES )

There are disadvantages to using

credlt too. Some of the disadvantages
‘are listed below, -See if you can thin
of others, :

%

1. Credit costs yap.money in most cases

t \ i
. ¥ ‘

2. You are more likqu to overbuy or

buy on impulse when ‘you don't have to

pay cash immediately.

3. You may not keep track and know the
amount you 've c¢harged until your b¥1l ’
comes. Sqmétimes it's a big shock!

—_ »

. THe amount of money you have td spend

k. Credit decreases -your buying poyer

Is decrdased by the amount you pay for
credrf’b@prges. - y

/

6. Hanthly statéments of itemized pur-.

5. Cr
“eral p s allow you to pay fb&r many
itemS'ln one lump sum. ,
“y N,

chases may help you in keeping records
of’the money 'you spend..

.

r

Collect evidences of‘credit.

o

J
/
/
’

‘REDIT -- money you
buy now and pay later

/

5. You commft your future }ncome when
b credit. :
you uy on* e t ; .

*6. You may tend to shop In only.those
stores extending you credit. You may
not comparison s op. As a result, you
may pay higher prices for, some things.

- S

»

WORDS TO’KNOW

‘'use but do not own ' Credit also means to

Sy

'FINANCE CHARGE -- tells yau howmuch you are paylng for credit

in dollars and cents.
use credlﬁ
-]

'ANNUAL PERCENTAGE RATE == tells you the true annual rate of
interest' for credit in a percentags.

rate Is like a yardstick.

credit ‘at several places.

X

o

o

»

S SUGGESTED ACTFVITY' ’ ; ﬂf .

Some of

3

Ity helps you ¢

This is.a cost.you pay only when' you
A cash customer ‘does not pay a finance charge.

The annual percentage

pare the cost of s

credit advertisements, educatuonal

the things you may collect include: .
credit-cards, various types of credit

4

contracts, examples of credit applica® '~

tions, promotional materials fqr credit,

Pnpuod by’ Chuu Bartscht Durham
Home Management angt
Family Economlcs Specialist

29

,*.*'*a'c"

materials, news releases and magazine .
articles related to credit. You wul]
want to make a g;rapbook colTage
bulletln board disglay from these Ltems.

Consultant: Mary N. Harrison N vl
T Comsumar Education L, T
Speclalist
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.;/ - THE CREDIT ?RANT ING SYSTEM . ~

!

¥
‘For the most part the credlg gHFntlng system operates behtnd %he scenes. f
There ‘are many parts of it.that are hot understood by most people Below |s‘f
a discussion of  the credit grantiing brocess. I't has been divided into,five /
parts. They include an explanation of credyt applications, credit investiga- {
tions, credit bureaus, credit records and credit ratings. -
. CREDIT APPLICATION . , : /\'

Ao -..a - -

i, !

4,
To get credit, you musp*flrst fild out a credit appllqatnon. The infor- % .¢

mation asked for is_very general. Your name copes first along with your age,
marital status and humber of dependents. Then. thete are a few questions about
your place and length of residence and employment. 'The creditor also wants to
know where you have your checking and savings accourits, your other sources of
credit, and perhaps the names of two or three credit references. You may be
asked a few other questvons, but those mentioned are the most &ommon.
% .

The information given'on a credit application may/éot appear to tell too

much about a person. But it does tell more than youy might realize. By using .

. the informatioh as a guide for a credit investigation, a credltor can learn a

lot about you as a credit customer.

CREDIT lNVESTlGAT!ON - , o
&

A credit 4nvest|gatlon is a study to find out what kind
of credit customer you are. The most important information
from your credit appllcatlon is the list 'of your other sources
of credit. Each creditor is contacted and asked several ques-,
Eions about your use of'*credit. Such information gives a
cred+¢or a very good picture of the kind of credlt customer 4
you are. _ .

. Acredit |nvest|gat|on is more extensive than many people realize. Thi's
is because it's done without you knowing about it. Your employer may be called
to verify .your employment and perhaps your approxumate salary " Your bank may ‘
be contacted about you as a bank customer and to verify . that you have an account
with them. And of course, the credit departments of the places, where you already
have credit are called.- Often a creditor wilt use the serwices gf.a credit bu-

4

reau for their Jdnvestigations.

As you can tell, a lot can be learned from such an, lnvestlgatlon. You no
déybt can zee the importance of keeping your credit accounts in good shape.
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CREDIT BUREAUS“ C ;,.-’,‘.5» '

- A5 '

A credrt bureau fs a clea:‘mg ho,u e*f“? the ex~ . :
change oﬁ information by merchants on pi op1é who use
3 credit. . Credit buredus are,constantly giviag:agd re=
ceiving lnformatlon Thelrftwo functions are. :
1. to accumu?ate information abOut a: persén when he’
Japplies. For credit and_as he -uses credit..
'—“J—‘ 2. to verufy the rnformat;on a person guves the crcdntor’

-}P,\\\hilmmli

~on his credit appircatuon.,v; . RS -
- ’ d n - -
- The serv:ces of a credlt ‘bureau are used by credlt grantors such as .merchants,

smal.l loan compannes and banks. , To usé' the servgceﬁ,“a cyedktor Mmust be a member
of’the credit bureau. The members must pay dues eath yeam. “They also have to
pay a ‘small amount for each crednt,lnqunry they meke. e

/ *ee ™ . e
; .

T

. CREOIT REco}Q I o .

Your credit record is a history of your use/sof
credit. !t s kept 4t _your local credlt/pufeau The
record includes all the information you‘have given about
yourSelf to stores, banks, and:otber places where” you
~ have apblied for credit. It alsovincludes informatton
your'credlto s have given to the credit bureau about you. ‘
The creditofs give such ‘information as how often you use
credit, what’ - You: use credit for and the speed with which
- you pay four Toitis: oy . ¢ ‘

5ol5c>‘ of .using credit. 4¥enmhe studies your presant financial s:tuatron
"such as other cred;tmGQmthments empfoyment, etc. If.you ‘want |
Fﬁfg " to borrow.a large amount of money, he may even try to évaluate

,?““Qi;:hdyour future . After all, that! 5o when you'll be repaying the money.’
| AWF ) ’ ‘
kY

§~ & ' ,". . ,-. ’l — ', ‘.
N , . 7 GR?A}(IT RAT{NG o : o :
{f SUPER ] Your créﬁlt rat»ng is the resu]t of .an- evaluatlon of your Be
- GooD quairfrcatlons to receive credit,-. To decide if you're, ﬁ'good
z " or poor.credit rnsk a credifor first looks at’ your past recoﬁ&

DL

o

/ ST e sumeey L '
Thls then brief xplanatlon of the credlt granting system. You need, 5"0/ '
%o know how the tem works. But this is no guarantee that you'll always be o
" _granted credit. .J4 the end, you determine whether you«ll get to use credit by ’ /
the way you pay. youn-credlt obligations. |, L. . . !
%~
- 4 ; ‘ PR 4 X . *
© WORDS TO "KNQW ' . < /
/0 CREDIT APPLICATION . ' °~  CREDIT RECORD
o CREDIT lNVESTIGATION ) CREDIT RATING .
/ ' CREDIT BUREAU S " DEPENDENT 4
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Es;abl:shung credit is nmportant
life when you're going to need to use credi

-

4-H SI 37.3

ESTABLISHING LREDIT

There are goung to be tlmes during your

t.” If you haven't estab]:shed credit,

i you may not be able ,to get it when you need it most.
Credit buy:nc is different from paying cash. The word credit comes from the .
Latin verb-crédo ricaning trust When you use credit, you are asking the merchant .
., to trust you. When you pay cash, trust is.not necessary._Thus, to establish cre<
. drt‘ creditors must feel they can trust you.
» . . e
: ‘ {
- (o Py . THE CREDITOR AND YOU
% T ' ' .
N In judging'you>as a credit risk, a creditor will
‘ give consideration to the 3 C's -4 character, ¢apacity
T Ao 4‘ and capital. Character represents your willingness to . l
’ ' . 3 f S pay, .your credit obligations. Capacnty is“your ability |
‘g;b * to pay your obligations from your income. Capital ‘
» ) r CAPACITY  méans owning - property or things worth more than your
! ﬁm, T debts. ) f ‘
'/ Ve > ) e e }
: . In addition to the 3.C's, a creditor will logk ’
. 3 CAPITAL. at the’ fo]lownng six specific ponntz OQ\\——‘ }
" EMPLOYMENT. Being employed in the same Changing addre’sses often is not good.
/G job for two years or, longer is more fav- | ’
7 orable than shiftirg fobs often.*A per- -FINANCIAL STRUCTURE. A favorable finan-
son with a job #involving skill and/or cial structure includes having a savings
education is thought to be a better * account and a, checkﬂhg account. It helps

credit risk than an lndIV|duaI employed
as an‘unskilled leborer
"« INCOME. The stahility'of your income is
impqrtant since you pay for‘using credit
in the future. A steady income that
" meets' all normal needs ls better tham
-an |ncome ‘that barely covers your needs.

RESIDENEE Ownlng your own home is con-*
sndered better than rentlng. This shows
that you're establlshed “in one place. But’
the length of time you Jive at one place
s lmportant whether you own or rent.

- .23
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if you own property, investments and life
insurance.. Your financial structure is
unfavorable when Yyou' have few, if any,
assets. - /

v
DEBT RECORD.. Your debt record
most impoftant point. The main thing
is whether you' prompt or slow §n
paying your bil?§ Frequent loans for
fncreasiIng amounts is an unfayérab]e

credit sign. .
PERSONAL CHARACTER}gﬁjCS A mature fami

. maq/W|tH few dependents refative to his

LA

is the

on
-
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/

Inc0me'..'0uld be rated more favorably tran Marital doiff‘icult.ies at the time you ‘g’.
one with a large number of dependents. apply for credit is not good.

[

. : ESTABLISHING YOURSELF CREDIT-WISE : o .
* Until you reach the age, of 18, you won't have much opportunlty to establish
credit on your own. But |fJ@ou have a job with a steady income, you're in a good -
position to use credit. You may decide to use credlf*tﬁ'purchase anything from
a stereo to a motorcycle. Of course, your parents will have to sign any credit t
commitment with you until nbu re 18. Below you'll find a few ideas about how to ’

go about” the business of e tabljshinb credit. It will take time and effort. ///
1. A steady job is important. have to' pay anything for u5|ng this - 7/
2. You need to have a che¢king account. type of credit. ' i
But be careful to never write checks for 6. The next step is to purchase an item
more than the amount you ‘have ip your . from«a local store using credit. Be ,
account. - sure to shop for credit at both the !
3. You should also set up a savings ac- store and your bank Make évery pay-
count. It's a good idea to add to it ment on time.
regularly. Even $2.00 a week adds up. 7. Apply for a credit card at your fa- . O
4, If you work in a business that has a vorite store. Don't charge more than
credit union, join it. |t offers both ,You can repay in one month. By paying,
savings and crgdit facilities. your total bill on time you won't have
5. Gas company credit cards are gasier. to to pay anything extra for usjing thus
get than most. So this is a good place > type of credit.
to start. After you get ore, use it. Be ﬁ By this point you should have a good ‘
sure to pay your bill' on time. If yau *" start on establishing credit. But there
pay the total amount on time, you won't are a few points to remember,

POINTS TO/7£MEMBER e C
l. Always make your payments on time. promised the creditor.
2, If for any reason a payment will be - *% never let this happen to the same .
late: . creditor, more than once.
** make part of the payment on time. 3. Don't try to buy too much on credit
#* explain to the creditor why the rest at any one time. This won't look good
of the payment will be late and when to on your credit record. A good rule to
expect full payment. . .remember is to never hhave more than 20%
*% be sure to make the rest of the pay-. of your take-home pay 90|ng for credit
men t plu? any late fee on the date you paymerits. ,

’ SUGGESTED ACTIVITIES

I, Pract;ée filling out credit applica= was a bad'credig risk. i '
tions. . For one use information that . ] .
would mqke the person appear to be a 2. Prepare a list of questions you ™
good credit risk. For another use in= would, askya’person' to decide whether
formation that would indicate the person or not he is a good credit risk..
1
- . . «
/) . ko ok %% * ;.
‘ . [ .
Prepared by. Charla Bartscht Durham d 21 Consultant: .‘(v:hry N. Hg;“oni )
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CREDIT CONTRACTS

A credit contract is a written agreement.

" when you buy something on credit. If you're borrowing money, it gives the térms
of repayment of the money. A credit contract is'a legal document. Asjsuch,/ you
‘are responsible for what you sign. ’ ‘ ;

It gives the terms of the salé

For some people signing their name on the dotted line is their favorite
hand exercise. This can cause problems unless you know what you're signing.
There are several.points you should check before you,sign. |

spaces -- even if the salesman says
the typist has left for the day. Draw
a line through all blank spaces so
they can't be filled in later.

3. Know to whom. you make all paymentsé:f—

Some merchants sell their contracts t
finance companies.

4. Understand the seller's commitments
for maintenance, service or replacement.

£ 5, Make sure before you sign the con-
tract that it contains all of the pro-
mises and agreements made by the sales-
man. |f it doesn't, don't sign until

-

such agreements have been -added.

. Be sure the contract tells:
exactly what you're buying

cash price .

amount of cash down payment
amount allowed for tiade-in
insurance costs, If any

any other costs

finance charge (this will be

in dollars and cents) C
annual percentage rate

fotal amount due [

amount and number of payments _
dates payments are due )
what happens if you can't pay
or if your payment is late

what happens if you want to pay
ahead. ' .

" 7. Be -sure you get a copy of the coé;
. tract to keep at the time«you‘sign. '

L)
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WORDS TO KNOW
There are lots of words used_ in connection with credit contracts that you . ’
should know. They are listed below. Study them /They will help you, when you
read a credlt contract. ]

.

ANNUAL RERCENTAGE RATE -~ tells you the true annual rate of J{nterest
for credit. It's .like a yardstick.: It helps you compare.thj cost

of credit at several places. . t
" . ] > . .

FINANCE CHARGE ---tells you how much money you are paying for credit.~
This is a cost you don't have to pay when you pay cash.

PRINCIPAL -~ the amount of money you borrow or finance. ' o

BALANC? -~ the amount of money you owe on an account any.given time.
INSTALLMENT -- one of a series of payments, to pay 5ff a debt.

COLLATERAL -- something®of value put up by the/borrower to guarantee? ': \\\kv
repayment of a loan. If the Ioane$§ﬁ*t—pai ; the lender gets the col-
lateral. Collateral may be the title topa/éar, boat, or home furnlsh- @
ings, stocks, bonds or a life insurance policy A .
L 4 +
DEFAULT ---failure to make a payment when due. It also means failure
to meet any terms of the contract. For example, failure to insure a o
/:ar as agreed in the contract is called default T '
R

EPOSSESSION == the seller takes back goods when the buyer fasls to
meet payments.

BALLOON PAYMENT -- a payment that is much larger than all the others.
A balloon payment is usually the last payment.

UNSECURED LOAN =~ only the borrower's signature guarantees repayment.
Nothing material is used as colYateral.

-

SECURED LOAN -- borrower gives collateral to the . Iender to guarantee ‘
repayment of the loan. ] . .

CO-SIGNER -- another person who signs the credit contract«w?th you. -
« This gives the lender two people promislng repayment of the loan.

SUGGESTED ACTIVITIES

' : o
‘1. Get. some copies of different types. 2. Shop for something you 4guld 1ike

of credit.corftracts. Practice reading ' to have some day. Find out all 'the

the contracts. Discuss the contracts costs involved in financing it. Dis=~

in class and with your parents., ' cuss the djfference between the cash
S price and credit price in class.

'

* % % %% )
Lo . . . B
Prepared¥y: Charla Bartscht Durham  * Consultant: Mary N, Harrison Coe .
: Home Management and 2 6 . - Consumer Education .
Family Economics Specialist . . Specialist | P . .

A

»




e
WHERE TO GET CREDI

You can get credit from several different places. The sources for credit
can be divided into three groups. They are: financial institutions, retail /
establ ishments, and credit granting corporations. You get cash credit from
financial institutions. Retail establishments offer you sales credit. Credit
/grantlng corporations give you credit that can be used for many purposes.

FINANCIAL INSTITUTIONS

|
J ~ ' ' ' i
, : i
Financial institutions provide you wnth money.
You may use the cash in a number of ways. Your sources
among the financial institutions include: commerdial
banks, small loan companies, credit unions, savings and
loan associations, life insurance companies, and. indus-
trial'loan banks.

As you’ESF‘ng, there are several places ‘Where you can borrow money.
the secret_of borrowing is to get the best deal.. To do this you must go shoppxég
for money just as you would for any other important purchase. The price tag -
you should look for,is the annual percentage rate. This is your only reliable
yardstick for comparind the cost of credit amohg the various lenders. The impor-
tant point to remember about financial institutions is that the annual percentage
rate can range from les4 than 9% to as much as, 36%. It all depends on the finan-
cial institution. ///S Lo * o

% ‘g, % RETAIL ESTABLISHMENTS -

You ‘can get credit from almost every retail estab- ‘
v , Tishment. The type of credit you get is called sales_ o
credit. You, can use it to buy many kinds of goods an
sefvices. Sales credit can be used only in the store,
or chain of stores, that gave you the credit. In other g
words, you must have a credit agreement with each store
in which you want to use credit.

Stores offer two types of sales credit. Each serve a different purpose.
Charge aacounts allow you the convenience of charging items like clothing, house-
hold supplies, linens, kitchen utensils and other goods and services. fnstall-
ment saieS«crednt is used for purchasing. large items that cost a lot. This would
inclMe Such things 8s major applnancqpq:furniture, carpeting, home repairs, etc.

27
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CREDIT GRANTING CORPORATIONS R

Credlt granting cbrporatlons ‘give yéﬁQa type of
credit known as multi- purpose credit. -lt!'s similar to
the charge account credit from retail establ I shments.
You can use multi-purpose ¢redit at not just one, but

‘ » " 1
0D) at many different types'of businesses. With the same
- Y][; card, you can charge almost anything on earth -- from o
r a toothbrush to an entire vacation. In fact, with the

.bank credit cards, you can even borrow money.

Multi-purpose credit is a tonvenience type of credit. This type of credit
makes it possible for you not -to have to carry a lot of diffekrent credit cards
with you. Also, you don't have to carry a large sum of money. You can get three
types ‘'of multi-purpose credit cards. They include: oil comgapy cards, travel
and entertainment cards, and bank cards.

c'“*_sygﬂhﬂs Multi-purpose is the newest type of credit.
tien You might think of it as being a three-way credit
P‘”' transaction. 1t involves you, the crédit granting
, corporation and the merchants. With lti-purpose
‘fQMOfS credit, the merchant does not have to send each
credit customer a bill. Instead, he sends the
credit sales receipts to the credit granting ¢orporation.
This organization pays the merchant andylhen ills the
‘ Customers v L

_ SUMMARY .

your different credit needs. For example, if you're going ‘shopping for some
maiboé;ems for your home, you need a type of credit .that offers convenience.
You ldn't go borrow money from a bank for the routine type of shopping. But
if you're buying a house full of furniture, you need to visit a bank and some
of the other credit sources to find the best credit terms. -

~— """ Each of the sources 6f credit have different characteristics. Téey serve

Credit costs you money The more you spend for credit, the less you'll
have for other thlé; . It's good to compare the costs and requlrements for credit
at each of the sourees. Then yomsll be sure of getting the most for your money.

= y
- ’ SUGGESTED ACERVITIES .
1. Find out the cost of thefyariOus . 23. Cut out of newspapers and magazines
types of credi%,from thevdifferent different advertisements related to cre-
sources. Make,a chart showing the dit-offers. Make a.bulletin board display.
annual percentage rate according Write yous thoughts about the good and
to the type and source of credit. .bad points of each. )
2. Learn about!the credit plans a- L, Make up one ad that includes everything
vailable from yarious stores. Give you bef\gve necessary to tell the complete
a report about|what you learned. + story when offering credit.
o Xk k k% ‘l'
Prepared by: Charls Barfscht Durham * ' Consultant: Mary N, Harrison
~ Home Marjagement and Consumer Education .
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YOY AND THE FEDERAL CREDIT LAWS

-+« What should‘you look for when you're comparing credit costs from different places? .
... What can you do to protect.your credit rating if you have a disagreement with a

merchant?-

.. How gan you learn about what's on your credit racord?

The answers to these questions are found in oyr Federal credit laws.
two Federal laws that are important to the credit shopper.
The other i's the Fair Credit Reporting Act. }

Credit Protection Act.

Federal laws do not limit the amount you pay for credit.
State laws do this,
sure you get complete and correct information.

4 and cquitions of credit before you ''sign on the dotted ¥ine."
.easier for you to shop for credit and get the best credit deal.

the conditions of credit.

? make l';
e

price tag
of credit

it.

There are three parts to the Lopsumer Credit Protection Act whichgyéu need to
know about. They will be discussed under the headings of disclosure, resctssion (can-
We'll also discuss an amendment to this law. :

cellation), and advertising,

13

Disclosure
This is the most important part of
.the law. Disclosure means, that the cred-
itors must give you certain informa;ion
on a credit contract. ‘The disclosure
part of the law makes three important

requirements.’ .

o * First, all conditions and terms of
the contract must be stated clearly. For

example, there might be a balloon payment.

e L

- L4

CONSUMER CREDIT PROTECTION ACT

This law is also called Trytb‘q:jz;nding§§
he

It went into effect-on July 1, 1969.
law that makes it easier for yqu to- shop for cred=
It makes all creditors use the same tesms
when.stating the cost of credit.
the finance charge and the annual percentage rate.
More .will be said about them later.

v

.

£

There are
One is called the Consumer

Neither do they control
The purpose of Federal laws is to make
Federal | Qs\want you to know the cost

i The Federal laws also

W

This is

The terms are |

If so, you must be told. You must be told
about all penalties and any charges. If -
there is a mortgage or a liemr on anything

you own, you must be told.

+ % Next, the creditor must tell you
about a}l the credit charges.  He must
list each of theg charges and the costs.
You must be told the total of these char-
ges. This must be stated as dollars,
and cents. This is called the finance
charge. Remember, the finance charge Is

29

" Florids Cooperative Extension Service
. . Institute of Food end Agricultural Sciences
<€ University of Floride, Geinesville




-~

-

IToxt Provided by ERI

‘must be notified.

4

the extra money whichyou pay for using
credit. You would not have to pay these
charges if you paid cash.

* The third part of the disclosure
requires the finance charge to be stated
as anlfnnual percentage rate. The annual
percentage rate is the most important
part of this law. It tells you the true
annual rate yau're paying for credit.
The annual pesCéntage rate 'is the price
tag on crediti-"it is the one reliable
yardstick for comparing the costs of
credit from various creditors.

Rescission .

* This part of the law involves the
3-day rescission‘(cancellation) rule. It
applies to any consumer credit contract
that involves a martgage on your home. .
This rule allows you thrgé working days
to back out of a contraft.. The creditor
must give you his a $5 SO you can
write him and cancel. You cannot be char-
ged anything for changing your mind. This

is to help those who are pressured into
signing a contract.

FAIR CREDIT REPORTING ACT

This is the second of the two Fed-
eral credit laws. This law is designed
to protect your credit rating. It re-
quires that only correct and up-to-date
information be kept in your file at the

‘credit bureau.

This law protects you if you're de-
nied credit. If you don't get credit
because of information in your file, you
You then have 60 days
in which to go to thé credit bureau.
They are required by law to tell you
what information is in_your credijt rec-
ord. This doesn't cost you anything. If

B SUGGESTED ACTIVITIES

1. Find a newspaper ad that tells about

credit. Underljne all the credit infor- -
mation in the ad. 3 30 - ' ‘
. ¢ . /,
xk k % % T
Prepared by: Mary N. Harrison ) May, 1974 ’unt m 3533; P;mm.&., '
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" isn't completed or a product.falls apart.

. write your side of the dispute.

7Y
-5

Advertising .

* The third part of the law involves
advertising. Advertisements must tell
the whole story -- not just part of ft.
If any specific ¢redit terms are adver-
tised, the creditor must also advertise
the whole package. MNo longer can a cred+
itor say, "This terrific dishwasher can be
yours for just $4.89 a week!'' He must
include the cash price, rmumber:of weeks of
payments, finance charge, and other things,:
When advertising rates, the annual percent=~
age rate must be used. If a creditor ad-
vertises specific credit terms, he must
make them available to all who apply if
their credit ‘rating justifies it.

Amendment

* An amendment to this law has sét a
limit on what you can be charged foF lost
or stolen credit cards. You don't have to
pay more than $50 of the clarges made on
any one card. if you tell the company be-

fore anyone has used your card, you don'
have to pay anything, . b\

the information is wrong, the credit bu-
reau will look into your situation and
make correctiona.

. -4
‘Sometimes people dgn't pay a bill
for a good reason. This happens when work

In the case of ‘a disagreement, you can

It must
be in 100 words or less. Your Statement
is then put in your file along with the
other credit information. Your side of
the story is then sent to anyone request=
ing credit Information about you.

<

o
R 4

2. Look at a credit contract. List

all the terms of the contract.

Family Economics Specialist




YOU AND THE STATE CREDIT LAKS

%.. If your cha?ge account comes due on the first of the month, what happens if
you're more than 10 days late.in paying it?
. A loan company can charge a late fee only once on a past due payment. If
the maximum interest is charged, can a late fee also be charged?
. How much can you be charged for interest on an installment credit contract?

i

The answer to each of these questions 4%'found in the Florida credit laws.
There are several state laws which regulate the extension and use of credit. These
laws are intended to protect you. They're also designed to protect the creditor's
investment. One main thing state laws do is set the ceilings on credit charges.
They also control the conditions under which credit is~extended:

FLORIDA RETAIL INSTALLMENT SALES ACT

This Taw reéu]ates revolving charge accqunts. It also regulates most install-

ment credit excluding motor vehicles, A1l installment contracts are required to
carry the following warning in big print. °

NOTICE TO THE BUYER -,
Do not sign .this before you read it _ se -
or if it contains blank spaces. -You
are entitled to an extra copy pf the
paper you sign.

This law also covers what can happen if a payment is late. A payment is con- -

- sidered 1ate if it is paid more than 10 days after the day it is due. A charge can

be made for a late payment. This charge can't be more than 5% of the payment due.
or‘$5.00. You are to be charged whichever is less. - "

Rates charged for installment contracts can't be over $10 per year on each $160
of credit. For example, let's say you borrowed $500. The most you could be charged
for one year would be $50. If you borrowed the $500 for two years, you would be
charged $100 for the use of the money. In other words, you would have to repay $600.

Revolving charge accounts are sometimes called credit card accounts. This Taw
requires that a bill for such-accounts be sent each month. This bil] must 1ist all
the charges, payments made, the unpaid balance at the beginning and ‘at the end of
the month. Finance charges cannot be more than 15¢ per g]O of the unpaid balance.
This is the same as an anniual percentage rate of 18%. If a finance charge is less
than a dollar, the dollar can be charged. :

' Florida Cooperative Extension Service 3 1
Zg Institute of Food and Agricultural Sciences
) * . University of Florida, Gainesville




T e - Loan companies“8Te regulated by the
+ Florida Consumer Finance Act. The most
a loan company can lend to one person or
fam1]y is $2,500. The .borrower must pay
% interest on the first $300 of his
On the next $300 the interest rate
24%. On all principle over $600 the
Loans of $600 or less
must be repa1d w1th1n 24 months. H‘?ger
must be repaid within 36.months.
(Notjce th#s law lists interest in terms
of annual percentage rate)

-

This ]gp re tes credit used to
buy motor vehieles. Motor vehicles are
cars, trucks and motorcycles. The rates
which you can be charged are set by the

vehicle, the higher the credit rates.

For a new car;~you can't be charged
more than $8 per $100 of credit. This
is for each year you have the loan. The
annual percentage rate is about 16%.

{Let's suppose you borrow $2,000 for
a new car. You plan to pay for the car
in one year. What will.you pay for the
credit? To help you get your answer read
“apd do the following. Use a separate
piece of papgr for your figures..

First you must know how many hund-
reds are in 2000. So divide 2000 by 100.
Answer - .

.Then you must multiply-your ‘answer

1. Look at an installment credit con-
tract, Find the warnin statemegt.
Talk about why you think all the blanks
_ should be filled in before signing the
contract, -
. 2. Look at several credit cards. What
kind of information do you find? Is the

* % % % %
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MOTOR VEHICLE SALES FINANCE ACT
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SUGGESTED ACTIVITIES

I

FLORIDA CONSUMER FINANCE ACT

e
) When two or more purchases are put ‘
on the same credit contract, payments are
first credited to the least expensive
putchase until it is paid in full. If
items are bought at different times, all
payments. are applied toward the first
purchase until paid in full. Then pay-
ments are applied toward the second pur-
chase, If the balance owed is less than
$2,000 and the purchase is repossessed
the debt is marked paid. This is not
the case with most other forms of credit.

.

by $8. This will give you the cost of
credit on $2,000 for one year.
Answer

Suppose you took two years to pay
for the car. What would the credit cost?
Answer

If a car isymore than four years .
old, the credit ce1]1ng is $17 for each
$100 of credit. That's an annual per- .
centage rate of about 34%. .

Suppose you borrowed $1,000 for one
year to buy a 4-year old car. How much
interest could you be charged?

Answer

If you don't pay for your car, it
can be repossessed. This means it can
be taken away .from you by the creditor.
The car could be worth less than you owe
on it. In some cases, you might have to
*pay ‘this diffegence. .

information the same on all credit cards?
3. Talk about why it's a good idea to
~ -pay a bill on time.
4, Look at some credit contracts, What
information is put on them to protect
you? What information protects the

creditor? o . .




